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CONTACT:

John Hall
(202) 663-5473
jhall@aba.com
ABA Public Relations
1120 Connecticut Ave. 

Washington, DC  20036

(202) 663-5000
March 18, 2008
TO:  
Business Editors
FR: 
ABA Communications

RE:  
Commercial Banks and Investment Banks


The purchase of Bear Stearns has focused a lot of attention on the financial services industry and especially on banks.  This has raised some confusion, as institutions that perform many different types of services are called “banks.”  We hope you will find following information useful in your reporting.

Commercial bank and thrift institutions take deposits for checking and savings accounts from consumers and businesses.  These deposits are insured by the Federal Deposit Insurance Corporation for up to $100,000 per account and up to $250,000 for retirement accounts.  To get this FDIC protection, commercial banks must follow a multitude of regulations based on a standard of safety and soundness.  These banks lend this money to consumers and companies for autos, homes, business equipment, etc. 

Investment banks operate differently.  The primary purpose of these firms is to facilitate the sale of stocks and bonds, and they cannot accept federally-insured deposits.  Instead, these Wall Street firms operate as advisers and agents for companies that want to raise capital, often by issuing more stock or other securities.  

If you have any further questions on the differences in bank structures, please contact ABA’s John Hall at 202-663-5473 or jhall@aba.com.
The American Bankers Association brings together banks of all sizes and charters into one association. ABA works to enhance the competitiveness of the nation's banking industry and strengthen America’s economy and communities. Its members – the majority of which are banks with less than $125 million in assets – represent over 95 percent of the industry’s $12.7 trillion in assets and employ over 2 million men and women.
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